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I'TIF is a public policy think tank committed to
articulating and advancing a pro-productivity, pro-
innovation, and pro-technology public policy agenda
internationally, in Washington and in the states. ITIF
focuses on:

" [nnovation processes, policy and metrics

= Science policy related to economic growth

" E-commerce, e-government, e-voting, e-health

" ['T and economic productivity

" [nnovation and trade policy o ITIF

. ..................
e aI 1 eI 1 er The Information Technology
& Innovation Foundation

THE INFORMATION TECHNOLOGY & INNOVATION FOUNDATION



Innovation Economics: The Race for Global Advantage
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= Today’s Presentation

The Global Innovation Landscape

Maximizing Innovation: Country Level

Maximizing Innovation: Global Level
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= Companies Have Gone From Shopping the States...
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= ... To Shopping the World
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» Countries Introducing Innovation Strategies/ Agencies

Has Articulated a National | National Innovation Year Agency
Innovation Strategy? Agency/Foundation Introduced
Yes

Country

Brazil Innovation Agency 1967
Yes Ministry of Science and Technology 1998
Yes Danish Agency for Science, Technology, and Innovation 2006
Yes Tekes 1983
EE OSEO 2005
Yes National Innovation Foundation 2000
Yes ENEA (National Agency for New Technologies, Energy and the 1999
Environment)
Yes New Energy and Industrial Technology Development 1980
Organization (NEDO)
Yes Korea Industrial Technology Foundation 2001
Yes Senter Novem 2004
Yes Innovasjon Norge 2004
Yes Agéncia de Inovacao 2003
Yes National Advisory Council on Innovation 2006
Yes VINNOVA 2001
Yes Industrial Technology Research Institute 1973
Yes National Innovation Agency 2003
Yes Department of Business, Innovation, and Skills 2009
Yes National Research and Innovation Agency (ANII) 2008



= The Atlantic Century I1

* The Study:
Compares innovation-
based competiveness
of 44 nations and
regions.

THE ATLANTIC CENTURY I

Benchmarking EU & U.S.
Innovation and Competitiveness

= 16 indicators:
Including corporate
and government R&D,
scientists and
engineers, new firms,
corp. tax, productivity

R growth and others.
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= Overall Score for Global Competitiveness and Innovation

2011
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= Some U.S. States L.ead the World

70
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= But U.S. Second to Last at Improving Innovation Capacity

1999-2011
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= Today’s Presentation

The Global Innovation Landscape

Maximizing Innovation: Country Level

Maximizing Innovation: Global Level
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= Boosting National Innovation Competitiveness
1. Embrace “Innovation Economics”

“Productivity growth is the single most important factor to
our economic well-being. But it is not a policy issue,
because we are not going to do anything about it.”

= The central goal of economic policy should be to spur
higher productivity and greater innovation.

= Markets relying on price signals alone will not always
be as effective as smart public-private partnerships in
spurring higher productivity and greater innovation.

Joseph Schumpeter
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= Boosting National Innovation Competitiveness

2. Get the “Innovation Triangle” Right

Business
Environment

Regulatory
Environment

Innovation Policy
Environment

THE INFORMATION TECHNOLOGY & INNOVATION FOUNDATION

14



= Business Environment A

1. Vibrant capital markets

2. High levels of entrepreneurship

3. Strong management skills

4. Strong ICT adoption, especially among business

5. Embrace dynamic churn and change (e.g. creative destruction)
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= Regulatory Environment A

1. Transparency and rule of law

2.  Protection of intellectual property (and other property rights)
3. Ease of starting a business

4.  Competitive and open trade regime

5.  Pro-competition anti-trust and regulatory policies
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= Innovation/Technology Policy Environment A

1. Funding for research, especially that which is commercially oriented

2. Incentives to invest in R&D, capital equipment, workforce training
3. Supporting technology transfer from universities and national labs
4. Strong STEM education system

5. Active policies to spur digital transformation
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= Boosting National Innovation Competitiveness

Business
Environment

Regulatory
Environment

U.S.: v US.: —
Europe: Europe: X
Asia: e= Asia:

U.sS.: —
Europe: v
Asia. v

Innovation Policy
Environment
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= Boosting National Innovation Competitiveness

3. Find an Appropriate Role for Government in Supporting Innovation

Poor . . ; Poor
_ Optimal focus for government economic policy _
policy policy
Leaving it Supporting factor Supporting key broad Picking specific
principally to conditions (e.g. technologies/ technologies/firms
the market science, skills) industries
Laissez faire <« Innovation Policy — Industrial Policy
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= Boosting National Innovation Competitiveness

4. Investing in Basic and Applied Research

National Network for Manufacturing Innovation (NNMI):

= 15 Manufacturing Institutes: PPP accelerating innovation
by investing in industrially relevant applied research
In advanced manufacturing sectors and technologies.

—§— NATIONAL
N‘é‘%i i i ADDITIVE MANUFACTURING
=~ INNOVATION INSTITUTE
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= Today’s Presentation

The Global Innovation Landscape

Maximizing Innovation: Country Level

Maximizing Innovation: Global Level
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= Develop a New Global Innovation Consensus

1. Compete through “Good” not “Ugly” or “Bad” Innovation Policies

World
Wins Loses
“Good” “Ugly”
; Wins (e.g. R&D Support) (e.g. IP Theft or
(- Standards Manipulation)
§ “Self-destructive” “Bad”

Loses | (e.g. Limiting High- | (e.g. Import Substitution
Skill Immigration) Industrialization)
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= Develop a New Global Innovation Consensus

2. Redesign the Global Trade System

= High-standard trade agreements that promote a knowledge- and
innovation-based global trade system.

= View trade as a key driver of global innovation.

WORLD TRADE
ORGANIZATION
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= The EU-US Relationship

1. Accounts for half the world’s GDP and one-third of world’s trade.

2. $1 trillion in annual bilateral trade in goods and services; each
others’ largest export markets.

3. 13 million American and European jobs are supported by
transatlantic trade and investment.
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= Benefits of an EU-US FTA (T-TIP)

1. Tariff elimination alone boosts combined GDP by $180 billion.

2. 50% NTB reduction increases GDP in both EU & US by 3%.

3. Afree trade alliance to stand up to the innovation mercantilists.

Estimarting the Potential Benefits of

an EU-US Free Trade Agreement i -[ T -[ F

BY STEPHEN EZELL I March 14, 2013

©On March 13, 2013, TTIF modented aa event
ar the Swedth Embany fur fomud on
esEmating the potential economic benefits of mEU-
US free uade agreement—what’s sow being called
e “TTIE” or Tonutaets Trds 10d lorerment
T
Becraze the United State: and Exropean Usios (EU)
“ogethes aceauet for one-half of the woddt GDE
254 ome-third of wodd wade. The event featured dhe
peesestation of 3 new paper prapaced by Sweden’s
Natiopal Boxrd of Trade, al E:
E

zee

The prper models the economic benefits of a tade
pact in which tariffs are completely elmimeed
{ewrcenty, average moff e bermess the EU and
US ace Jess thas 4 peccear) and noc-mof buter:
{NTB:) ae medneed by 25 percent (the limited
*cemaric) o by 50 percert (the more comprebensive

0.5 pescent, or §76.5 bilkon, per rear, and by $36
hilloa is the more Lmised scemario. EU masiomal
income rizes by that same amount, §35 hillon,
e mom comprehensive scemso. Though dhe
Usited Stxtes ma: an appeozimately €72 billion
1§94 bilio) wade defcr with the EU i good:
aneually, the pomary memon the Usted Staies
besefit: moce fin this model) i+t 30 percent
of US. made fows towad the EU, whie oaly §
pescet of EU trde Sow towasd the United State.

The author: of fhe Swedith paper teem 1o huve 3

lightly mose coaservative estimue dhan some oder

acgasizations extimate: of the benefit fomanEU-

US trade agzeement. (Thongh the authors do oot
i ez kel 1o be

disect izvestments or comsider dymumse effects)

Ferkap: the mort aggoessive extimate of economic
beneSt: from am EU-US free made agreemen
(FTA) Ba: come Som the US. Chamber of
Commerce, which eximaes that 2 30 peceens NTE
mdurton seemado would inoree both EU and
US GDF by 3 percent, peaenuting azaml gains of
$450 billion for the United States and §495 billion
for Earope. The Chamber alio extimare: that £l
eimination aloze =

GDF by $150 hill
A mone middle-groned eimae come: fom the
German Marshall Fazd, which peedicts dhat 2 trde
pact would boost EU GDF by €190 billion ($230
billiox) 10 US. GDF by €100 bilkon (§130 bilioa)
anmmally Likewize, o ceseasch released on Mazch
12 by the Emropea Commistion 104 pecformed
by the Ceater for Economic Policy Research in
London estimate: @t 2 tomsathate tmde amd
izmestment pact would penerite economic ziar for
the EU of €119 bilioa for $155 billion) pes year
and for the United States of €95 billion for $12¢

) pec vear, wil

of the wockd by €100 billon ($130 bilion) anmmaly.
Repurdles: of which estmme prove: closert
commect, they all make the ceatnl pomt fat the
s fom an EU-US tmde pact are zeal and
sigmificant. Moearer, ift imporaat to semembec
fhat fhe besefts of 3 fre tode apmement ae
omch less about ratic equiibsim gine than
they are abowr inmovation mis: For emample,
o mamfictozes: being feed fom kg to
obtain, maltiple cecifieation: every time they put 2
sew vebicle cn the macket or the phumacentiol
industry being Eeed from luving o sepaoely
text oo mestments aa both tier of dhe Aditic.

Sweden’s Nationxl Board of Trade seport makes
seven] Bibulou: point: io this segwd FPechap: the
repoct’s mostimportant findng is that, “The positve
imprcts on axtions] income stem primarly fom 2
smion’s Fhenlization of i own bargers. [Thiz i)
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® [deas to Boost Transatlantic Innovation Collaboration

1.

Establish bilateral agreements between US states & EU countries
so that each others’ firms may participate in public procurement.

Set aside co-funding in Horizon 2020 & NSF to fund collaborative
Transatlantic R&D initiatives.

Introduce collaborative R&D tax credits; allow foreign firms to count
toward the consortium requirements.

Develop consistent international regulations regarding clinical and
ethical rules as well as standard laboratory procedures.

Develop common university-firm technology licensing agreements.
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Thank You

Stephen Ezell
sezell@itif.org

www.globalinnovationrace.com
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